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CERTIFIED

We have considered your application for tecognition of exemption from
Federal income tax under Section 501(e¢) () of the Internal Revenua Coce.

The information submitted sbows that you were incorporated on NG,
under the nonprofit corporation laws of the States of HNNII. Your purpose,
briefly stated, is to foster, promote and develop the NI breed of sheep
in particular, and the sheep industry in general,

Your primary activity {s an annual show and sale of livestock. Sellaers must
be members of your organization. Sellers pay an entry fee in order to have
their animals gold at auction.

Section 501 (c)(5) of the Code provides for the axemption from Federal income

tax of labor, agricultural or horticultural organizations. Saction 1.501{c)(5)~1
of the Incowme Tax Regulations provides that the organizations contemplated by
Section 501(c)(5) of the Cnde as entitled to exemption from income tax ara those
which (1) have no net earnings inuring to the benefit of any member, and (2)
have 18 their objects the bettarment of the vonditions of thosa angaged in such
pursuite, the improvement of the grade of their products and the development

of a higher degree of afficiency in their respective oc~ pations. Revenue
Ruling 66~105, 1966~1 C.B. 145, denied exemption undar Section 501(c)(5) of the
Code to an organization composed of agricultural producers whose principal
activity was marketing livastock for its members.

The principal activity of your orgsanization is to act as a sales egent for
your members. The sale of member's products with the return to them of the
salea proceeds {s neither an object nor an activity within the zmbit of the
cited sections of the Code and Regulations. Tharefore, you do not meet the
requirements of Section 1.501(c)(5)~1 of tha Regulations and you are not
exempt under Section 501(c)(5) of the Code. A.cordingly, you are required to
file Federal Income Tax Returns on Foru 1120,
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If you do not agree with these conclusions, you msay within 30 days from the
date of this letter, file a brief of the facts, lav and arguments (in duplicate)
vhich ¢learly sete forth your pusition. In the event you desire an oral dis-
cugssion of the fssues, you should so indicates in your submisajion. A conference
will be arranged in the Regiocnal Office after you have submitted your brief to
the Chicago Diatrict Office and we hava had an ovrortunity to consider the brief
and it appears that tha conclusions reached are still unfavorable to you. Any
submission must be signed by one of your principal officers. 1If the matter

ia to be handled by a representative, the Confersnce and Pysctice Requiremants
reagarding tha filing of a power of attorney and evidence of enrollmenz to
practice must be met. '%a hsve enclosed Pudblicacion 892, Exempt Organization
Appeal Proceduras for Adverse Determinations, wvhich explains your rights and
procedures.

LN
-

If you agree s.ith this determination, please sign and return the enclosed
Form 6018.

Veary truly yours,

L S X

District Director

Enclopure: VYorm £018




